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HIGHLIGHTS OF BUSINESS IN JUNE 


The tempo of industrial activity faltered in June as 
the effect of the steel strike began to spread to the users 
of steel. With steel production down to 12 percent of 
rated capacity, layoffs and reduced scale of operations 
were increasingly frequent by the end of the month as 
inventories neared exhaustion. As a result, the Federal 
Reserve Board index of industrial production for June is 
estimated to have declined 12 points to 202 percent of the 
1935-39 base period. In June, 1951, the index stood at 223. 

The nation’s auto plants produced 2.8 million vehicles 
in the first half of this year, 2.2 million of which were 
passenger cars. This is considerably below the 3.9 million 
vehicles produced in the first half of 1951. Material allot- 
ments were the principal cause of the decline. 


Military Deliveries Rising 


The military supply picture has brightened consider- 
ably since last fall. Despite the steel strike, the military 
forces received $8 billion worth of hard goods and con- 
struction in the second quarter of this year, according 
to the Office of Defense Mobilization. This is about three- 
fourths of the way toward the $10.5 billion quarterly rate 
of expenditures scheduled to be reached in early 1953. 
Aircraft and tank production is reported to be rising 
rapidly, with aircraft deliveries exceeding 800 per month 
and deliveries of the new M-47 tank running at 300 per 
month. 

At the same time, more than half of all the industrial 
expansion projects receiving special tax treatment are 
now in place. Expansion goals in such basic industries as 
steel, aluminum, petroleum refining, and electric power 
are rapidly being attained, and with the easing of supplies 
of most materials, stockpiling operations have been 
accelerated. 


Wholesale Prices Edge Downward 


Wholesale prices declined gradually during most of 
June and at the end of the month averaged about 1.2 per- 
cent below their level at the end of May. The largest 
declines were reported in the prices of potatoes, livestock, 
poultry, and zine. 

The consumers’ price index in the month ended May 
15 climbed to within 0.1 percent of the record high of 
189.1 percent of the 1935-39 average reached last January. 


Higher food prices and increased rents were mainly re- 
sponsible for the rise. This new level represents a 4.1 
percent gain above the index figure for January, 1951, 
when price and wage controls were first imposed. 

A full-scale revision of the consumers’ price index to 
increase its representativeness is now underway. The cov- 
erage of the index is being extended to include all urban 
wage earners and clerical workers (only “moderate” in- 
come families are included at present) and to include 
small and medium-size cities as well as large cities. 
Nearly 40 percent more items will be priced in the new 
index, which is scheduled to be ready by next January. 


Construction at Midyear Peak 


Construction expenditures in June totaled almost $3 
billion, 7 percent more than in June, 1951. Private outlays 
remained at much the same level as last June’s $1.9 billion, 
but public construction expenditures registered a 23 per- 
cent gain. A declining trend was evident in factory build- 
ing activity, indicating that a large proportion of the 
current industrial expansion program had been completed. 

The value of new construction put in place in the first 
half of this year amounted to nearly $15 billion, four per- 
cent above the first six months of 1951 and a new record 
for the period. An 8 percent decline in private home- 
building was more than offset by substantially larger ex- 
penditures for military facilities, industrial expansion, 
and public utility construction. 


Federal Budget Cut 


With the 82nd Congress winding up its operations, it 
looks as if the Federal government will have to conduct 
its affairs in the fiscal year that began July 1 with con- 
siderably less than it requested. The Congress cut out 
more than $9 billion, or 10 percent, from the $89 billion 
budget originally submitted by President Truman. The 
largest reductions were in the $46.6 billion appropriation 
for the military forces, cut $5 billion, and in the $11.8 
billion appropriation for foreign aid and military con- 
struction and atomic energy facilities, cut $1.9 billion. 
Some civilian agencies took even larger percentage cuts in 
their budgets, though the amounts involved were much 
smaller. 
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Why Controls Were Extended 


With everyone standing pat on established positions, 
the steel controversy has resisted all efforts at settlement. 
The main outstanding issue between the industry and its 
workers is the union shop. President Truman, denied new 
powers by Congress, refuses to invoke the Taft-Hartley 
Act on the ground that all the postponement it calls for 
has already been granted voluntarily. 

As a result, the strike has dragged on for more than 
a month. The first two or three weeks merely served to 
reduce inventories, which were ample, and in some cases 
more than ample. Before the month was out, however, 
liquidation had passed the stage of a comfortable read- 
justment. Layoffs had begun in many steel-consuming 
industries, and recent reports from Detroit indicate that 
unemployment there has risen to a new high as auto 
plants were forced to shut down. 

Growing more serious each day the strike continues 
is the backlog of unsatisfied demands. As the shortage 
accumulates, it not only ensures realization of whatever 
price increase is granted in the settlement, but encourages 
black markets and builds inflationary pressure through a 
wide sector of the economy. A further threat arises from 
the fact that iron ore shipments through the Great Lakes 
have also been stopped, and ore stockpiles are not being 
built up at the lower Lake ports as they usually are during 
the summer months. The longer the flow of ore is stopped 
the further will steel output be reduced next winter for 
lack of adequate supplies. Prospects are that the steel 
situation will remain tight for a year at least. 


The March of Events 


The most acute phase of the steel shortage unfor- 
tunately coincides with the speeding up of military pro- 
curement and the recovery of business activity. All sectors 
of the economy will be moving in unison to intensify the 
pressure on prices. The readjustment in consumer buying 
has run its course, and June retail sales made a new high 
for the month. Retailers have run off inventories to the 
point where heavier buying is imperative. Revival of the 
depressed textile industries got underway with a buying 
surge in mid-June and some producers are reported to be 
almost fully booked through the end of the year. 

Aside from the direct wage loss to the steel workers, 
the strike has as yet had little effect on consumer incomes. 


The layoffs now taking place in the steel-using industries 
are being compensated in part by designating the shyt. 
down as the period for paid vacations. When work js 
resumed in steel, it will, of course, be at the higher wage 
rates now being negotiated; and the breach in the wage 
line is bound to affect rates in other industries. Thys, 
rising wages will bolster incomes that had been cut by 
tax increases and will reaffirm the upward trend in buying 
power. A sharp rebound from the period of strike losses 
seems to be assured. 

This new upsurge will be sharply reinforced if devel. 
opments abroad simultaneously induce a new rush of 
scare buying. Tension on the international front has been 
mounting. The bombing of the Yalu River power plants 
indicates a more aggressive approach on the military 
front. It brought forth protests from the British, who 
apparently considered it too much of a gamble. 

Developments in Europe multiply the possibility of 
new incidents which could spread the shooting war. The 
Soviet Union stepped up efforts to keep Western Ger. 
many out of the North Atlantic Bloc. It offered a new 
proposal for unification of all Germany and subsequently 
closed the border between East and West Germany, illus- 
trating the consequences of a final split. A number of 
kidnappings and shootings have already occurred at the 
border and other disturbances are likely. We in turn are 
planning ways to retaliate, and the situation continues to 
be dominated by move and countermove designed to gain 
advantages for either side. War is not intended on either 
side, but such a situation inevitably involves the danger 
of a miscalculation or an accident that could spark the 
holocaust. 


About-Face in Congress 

As this turn of events had to be faced in the closing 
days of the fiscal year, Congress abruptly reversed itself 
and extended controls for another 10 months. In so doing, 
it gave the Administration a bill far stronger than any- 
thing that seemed likely to be approved just a week 
before. 

Earlier, it seemed clear that fears of inflation had 
passed. Congress had lost all of the determination to fight 
inflation with which it had originally enacted price and 
wage controls not included in the Administration’s request 
for emergency powers. The belated recognition that the 
situation is potentially as dangerous as it was then, that 
decontrolling might be playing with dynamite in an elec- 
tion year, came as a surprise to most Washington 
observers. 

In the new bill, controls were weakened somewhat, 
though not seriously. Controls over materials were con- 
tinued intact. However, new problems and a more urgent 
need for those controls are emerging from the steel con- 
troversy. The agreement by labor and management to turn 
out military steel during the strike period was apparently 
too complicated to be put into effect; and in the months 
ahead, war programs as well as civilian production will 
be affected, despite any new tightening of controls. 

Wage and price controls were also retained to an ut- 
expected degree. Both are made subject to a statement of 
policy which indicates that control should be “terminated 
as rapidly as possible,” but the application of this policy 
is discretionary with the control agencies. 

On the wage front, the main change is to take away 
most of the powers of the Wage Stabilization Board. Its 
functions are made almost purely advisory to the Eco 
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ILLINOIS INDUSTRIES AND RESOURCES 


PROTECTIVE PRODUCTS FROM ASBESTOS 


Asbestos is a physical paradox —a fibrous rock that 
can be spun into yarn that will not burn. Either in fiber 
form or woven into a fabric, it is a protective agent in- 
dispensable to industry. 

Endowed by nature with unique chemical and physical 
characteristics, asbestos is noninflammable, waterproof, 
and resistant to chemical action and decay. Its widest use 
derives from its properties of insulating effectively, not 
oily against heat but also against electricity, sound, and 
vibration. 

Mixed with fillers such as cement and rubber, asbestos 
becomes an ideal reinforcement. It is being used in com- 
bination with an ever-growing range of other fibers and 
compounds. The primary manufactures of the asbestos 
industry are asbestos cement products and friction mate- 
rials such as brake linings, asbestos textiles, asphalt floor 
tile, and asbestos insulations, packings, and gaskets. 


illinois a Leading Producer 


Although raw asbestos must be obtained from outside 
the State, Illinois is an outstanding manufacturer of 
products made of asbestos, a field divided by the 1947 
Census of Manufactures into two different industries. The 
asbestos products industry, the larger branch by dollar 
volume of sales, had 110 establishments making all types 
of commodities composed of asbestos, with the exception 
of gaskets and asbestos insulation which were classified 
ina separate industry. 

Leading the nation in the production of gaskets and 
asbestos insulation in 1947, Illinois accounted for 25 per- 
cent of the $118 million total value of product for this 
industry. The State had 31 of the 191 firms in the country 
manufacturing such items as gaskets, insulation material 
for boilers and pipes, and packings for steam, water, and 
other pipe joints. 

As the second ranking state in the asbestos products 
industry, Illinois accounted for $32 million of the total 
205 million value of manufactures although there were 
only 9 Illinois firms in this field. 

Among the largest firms manufacturing asbestos prod- 
ucts in Illinois are the Victor Gasket Company in Chi- 
cago; the Flintkote Company, with plants at Chicago 
Heights and Mt. Carmel making asphalt and asbestos 
roofing; and the Johns-Manville Corporation at Wauke- 
gan, whose Illinois plant for the manufacture of building 
and friction materials employs more than 2,000 workers. 
Asbestos roofing and insulating materials are made by the 
Ruberoid Company at Joliet; and the Union Asbestos and 
Rubber Company has plants at Cicero, Earlville, and 
Bloomington for the manufacture of packings, gaskets, 
pipe insulations, and thermal and acoustical insulating 
blankets. 


Mining and Processing 

Although the fireproof characteristics of asbestos were 
‘ecognized by the ancient Greeks and Romans who used 
tin lamp wicks, it had practically no commercial value 


until the development of the steam engine and electrical 
devices expanded demand for the “indestructible” fiber. 
Asbestos fibers are obtained from a group of naturally- 
occurring minerals found in veins of solid rock. The 
larger deposits located in Canada, Russia, and South 
Africa have for many years been mined by open pit 
methods; however, there has been a recent trend toward 
underground mining methods with some shafts reaching 
as much as a thousand feet below the surface of the earth. 
Quebec is the source of approximately 90 percent of 
the asbestos used in the United States. No other extensive 
asbestos mining region has been found in the Western 
Hemisphere. Although Arizona produces a very high 
grade asbestos, the quantity is only a small fraction of the 


amount consumed by American manufacturers. 


The value of asbestos ore depends on the length of 
the fibers. Crude asbestos is milled, or crushed, by large 
iron rollers to loosen the bundles of fibers which are then 
separated, screened, and graded with a minimum amount 
of fiber length destruction. 

High-grade asbestos fibers are white and very flexible, 
forming a light and fluffy material which resembles raw 
silk or cotton. The short fibers are sold to paint, paper, 
and roofing manufacturers or marketed for such uses as 
chemical filtration, electrical insulation, or packings for 
machine bearings. The longer and more expensive fibers, 
commonly called spinning fibers, are made into textiles. 


Asbestos Textiles 


Textiles represent only a small part of the products of 
the asbestos industry, but they provide perhaps the most 
dramatic use of the mineral, repelling heat and flames in 
such products as lamp and stove wicks and safety gar- 
ments for firefighters. Asbestos textiles are not restricted 
to fabrics but are also sold as yarns, twisted and sized 
threads, cords, ropes, and woven wicks, tapes, and tubing. 

The fibers can be spun and woven as pure asbestos 
material or mixed with a small percentage of organic or 
synthetic fibers which add desirable spinning qualities and 
permit the manufacture of smoother, finer yarn without 
affecting fire-repellency. Asbestos yarn may be strength- 
ened by twisting it with fine metal wires, an advantage 
where high tensile strength is required or where tempera- 
tures are high enough to injure or destroy organic fiber. 

The primary use of asbestos textiles is in the produc- 
tion of thermal and electrical insulations. Electrical equip- 
ment and conductors of practically every type are pro- 
tected with asbestos. Resistance to chemicals as well as 
to heat makes asbestos invaluable to the chemical and 
petroleum industries also. 

Expansion of production in the nation during World 
War II contributed to industry’s demand for a wider 
variety of these basic industrial materials. Permeability of 
asbestos textiles is excellent, and when molded or lami- 
nated with plastics they provide great strength and heat 
resistance, so that the use of asbestos in the plastics field 
appears particularly promising. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 


UNITED STATES MONTHLY INDEXES 


Percentage earree April, 1952, to May, 1952 P 
-30 -20 -10 +10 +20 +30 +40 Chane a 
1952 1951 
ELECTRIC POWER PRODUCTION Annual rate 
in billion $ 
Personal income!............. 263.5 +0.4/455 
Manufacturing! 
EMPLOYMENT — MANUFACTURING int, 6 278.48 —04/]-09 
New construction activity! 
CONSTRUCTION CONTRACTS AWARDED Private 107 
11.4 | +12.5 | 416.9 
17.5 
erchandise exports........ 
Merchandise imports...... . . 10.0 | —10.5 | —18.6 
Excess of exports........... pe +55.9 | +86.4 
Consumer credit outstanding? 
BANK DEBITS |. 20.3 | + 2.4) + 5.5 
Installment credit........... 13.8» + 3.4) + 6.6 
ILL. Business loans?............... 20.5» 
US. Cash farm income®............ n.a. 
FARM PRICES 
Indexes 
(1947-49 
. ombined index............ 6* — 0. — 3.6 
*March, 1952, to April, 1952 Durable manufactures... .. . 128* — 04 0.0 
Nondurable manufactures... . 105* — 1.6] 91 
Manufacturing employment‘ 
May Percentage Production workers......... 103* — 0.6| —34 
1952 Change from Factory worker earnings* 
Item (1947-49 | M Average hours worked...... . 100 +05] 
= 100) 1 52 1951 Average hourly earnings... . . 125 + 0.2| + 4.5 
onstruction contracts award 8 —38. 
Electric power". . oh ks 131.0 + 1.1] + S$. Department store sales... . ... 108" +49) 438 
Coal production?............... 62.2 —11.9 | —15.3 Consumers’ price index‘... . . 113¢ +0.2} +19 
104.6 — 0.4%); — 1.1> Wholesale prices* 
Dept. store sales in Chicagot....| 98.9° | + 3.2] — 3.1 
Consumer prices in Chicago*....| 114.54 | + 0.8 | + 2.6 ch 109 +06] 
Construction contracts awarded®| 190.6 | —31.7 | — 2.4 113 
Bank 125.3 +0.0/ —0.9 Farm prices? 
Farm prices*.......... 115.7 +3.1) — 4.8 Received by farmers. ....... 109 + 
Life insurance sales (ordinary)*..|_ 127.7 — 7.0] + 2.3 Paid by farmers............ 116 0.0; + 2.5 
Petroleum production™......... n.a. 1014 +1.0] — 6.5 
1 Fed. P Comm.; ? Ill, . of Mines; * Ill. Dept. of Labor; 
‘Fed. Res. Bank, 7th Dist; "U.S Bur. of Labor *F Bureau of Labor 
Cop "Seasonally adjusted. As of end of month. ©On 1935-39 base 
March, to April, 1952, April, 1951, to April, 1952, 189.0. Based 1990-14 500, 
© Seasonally ‘adjusted. 4 1935-39 base, the index was’ 194.7. 
n.a. Not available. 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1952 1951 
Item 
June 28 | June 21 | June 14 June 7 May 31 | June 30 
Production: : 
Bituminous coal (daily avg.)......... thous. of short tons..| 1,576 1,313 1,208 1,264 1,555 1,906 
Electric power by utilities........... mil. of kw-hr........ 7,318 7,254 7,126 7,005 6,811 6,835 
Motor vehicles (Wards)............. number in thous... . . 117.7 119.2 120.1 117.8 98.1 149.9 
Petroleum (daily avg.).............. ee 6,062 6,063 6,058 5,989 n.a. | 6,099 
1935-39 =100....... 27.5 28.2 28.4 90.0 234.3 230.2 
thous. of cars....... 649 631 684 697 822 
Department store sales................ 1947-49=100....... 91 98 116 111 97 89 
Commodity prices, wholesale: 
1947-49=100....... 110.7 111.2 111.7 111.5 111.6 115.1 
Other than farm products and foods. .1947-49=100....... 112.3 112.5 112.4 112.4 113.0 116.2 
August, 1939=100... 293.5 293.3 293.5 293.3 297.2 343.1 
inance: 
20,784 20,776 20,518 20 ,424 20,530 19,220 
Failures, industrial and commercial...number............ 163 151 175 1 136 1 
Source: Survey of Current Business, Weekly Supplements. 
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RECENT ECONOMIC CHANGES 


Production Off 

industrial activity dropped sharply during June, 
mainly as a result of the steel strike. Preliminary Federal 
Reserve Board data indicate that production may have 
dropped 12 index points to 202 (1935-39 = 100), as shown 
in the accompanying chart. At that level, output would be 
the lowest since July, 1950, just after the outbreak of war 
in Korea. Steel production during the month averaged less 
than 20 percent of capacity, or 389,000 net tons of ingots 
and castings per week. During the last three weeks of 
june, the industry operated at 12 percent of capacity. 

Automotive production was maintained during June, 
with output averaging about 95,000 cars and 25,000 trucks 
weekly. A virtual halt in production was expected in July 
by some producers as supplies began to run out. Ford had 
already put its operations on a four-day week by the 
latter part of June. 


Steel Strike Effects 

Effects of the continued strike of steel workers began 
to be felt early in June and increased throughout the 
month. Several of the larger railroads east of the Missis- 
sippi, especially those operating in steel-producing areas, 
announced layoffs of both operating and nonoperating 
workers. Three automobile companies — General Motors, 
Ford, and Nash—had announced plans for output cur- 
tailments by the end of the month, and at least two ap- 
pliance makers had stopped the manufacture of some 
consumer goods. International Harvester planned cut- 
backs of truck and farm implement production beginning 
June 27; and the Caterpillar Company at Peoria made 
plans to go on a three-day week late in July because of 
shortages. The relaxation of construction controls sched- 
uled by the National Production Authority for July 1 was 
postponed until after the strike’s end. 

The major concern during the strike has been for 
defense production. The output of military trucks, tanks, 
rockets, and shells has been affected so far, with other 
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items dependent on short supplies. Attempts have been 
made to arrange for the output of steel forms required 
for defense items, but there has been little, if any, success. 

By the end of the month, agreements had been reached 
between the steel workers and various small companies 
and one larger company, Pittsburgh Steel. No settlements 
had been made between the workers and any of the “big 
six.” 


Retail Sales at 1952 High 


Sales by retailers during May reached a high for this 
year. A 2.4 percent increase over April raised total sales 
to $13.0 billion after allowance was made for seasonal 
factors. Most of the increase was accounted for by gains 
in durable goods lines; sales of hard goods were up 5.3 
percent to a total of $4.5 billion. Nondurable goods, on the 
other hand, advanced 1.0 percent to $8.5 billion. Among 
durable goods, the automotive, housefurnishings, and 
jewelry groups showed the largest gains, 5 percent to 9 
percent. Part of the rise was accounted for by the easing 
of credit terms after the dropping of credit controls, 
which had more effect on durables. In soft goods, food 
and general merchandise sales were up most, 1.6 percent 
and 2.0 percent, respectively. 

Manufacturers’ sales dropped slightly, from $23.3 
billion to $23.2 billion, as nondurable goods trade weak- 
ened. Lower sales for such durables as primary metals, 
nonelectrical machinery, and lumber were offset by in- 
creases in electrical machinery and transportation equip- 
ment, so that total sales of hard goods remained un- 
changed. 

Inventories were somewhat lower. In this case, too, 
the change occurred in nondurables lines, with stocks of 
durables unchanged from the previous month. New orders 
dropped substantially; a decrease of $1.3 billion in orders 
for durables outweighed a small increase in orders for 
nondurables, so that the total dropped $1.2 billion to $21.9 
billion. Unfilled orders for durable goods at the end of 
May were more than five times May sales, whereas those 
for soft goods were less than one-third of May sales of 
such items. 


Credit Increases 
Loans to business firms rose during the four-week 
period ended June 25 to $20.8 billion. The 1.3 percent 
increase reflected in large part an advance in loans made 
by banks of the New York Federal Reserve District. 
Credit to consumers was expanded by nearly $500 mil- 


lion during May; an increase in installment credit ac- - 


counted for all but a small portion of the total addition. 
At $20.3 billion, total consumer credit outstanding was 
more than $1 billion higher than at the end of May, 1951; 
installment credit had increased by $850 million. At least 
two factors entered into the picture: Federal Reserve 
controls over credit were dropped early in May, and sea- 
sonal factors ordinarily lead to an increase in consumer 
credit and in business loans from May or June until the 
end of the year. 


Business Population Stable 


A study by the Department of Commerce shows that 
the business population increased by only 0.3 percent from 
March 31, 1951, to March 31, 1952. The number of firms 
in business at the end of the first quarter was slightly 
above 4 million, close to the postwar peak. At that level, 
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the business population was one-fifth greater than in pre- 
war June, 1940, and was more than one-third larger than 
the number of firms in operation at the World War II 
low of December, 1943, . 

Contract construction firms (up 3.2 percent) and 
transportation, communications, and other public utilities 
(4.8 percent higher) were the only two major industrial 
groups to show significant increases during the most re- 
cent year reported. 

The increased number of construction firms largely 
reflected the continued strength of demand for new con- 
struction; the chief factor in the increase in the trans- 
portation, communications, and other public utilities group 
was the expansion in the number of small trucking and 
warehousing companies. ‘: 

Aside from these two groups, only the number of retail 
trade firms changed appreciably, declining 0.9 percent. A 
continuing downward trend in the number of food stores 
has been the main element in this decrease. The manufac- 
turing population was unchanged on March 31 from a 
year earlier, with a drop among nondurables producers 
offsetting a continuing increase in durables manufacturing 
firms caused by the defense program. 


Capital Expenditures Remain High 

Business expenditures for capital goods have con- 
tinued at a record rate, according to a joint report by the 
Department of Commerce and the Securities and Ex- 
change Commission. Preliminary estimates for the second 
quarter indicate that businesses spent $6.4 billion on plant 
and equipment, $800 million more than in the first quarter. 

This substantial increase is attributed chiefly to the 
expansion programs of the electric power, petroleum, 
chemicals, and rubber industries; other major groups 
have shown considerable stability in their capital spend- 
ing. In contrast, earlier large increases refiected a general 
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industrial expansion. Metals manufacturing firms espe- 
cially have slowed the rate of expenditures, and nonde. 
fense manufacturing industries have made sizable 
cutbacks in expansion programs. 

On a dollar basis, planned expenditures for the third 
quarter will reach $6.2 billion, about $500 million less 
than the peak rate of the fourth quarter of 1951 (see 
accompanying chart). 

Estimates for the third quarter show a_ further 
increase for nondurable goods manufacturing, but a re 
duction for makers of hard goods. Among durables many: 
facturers, only the nonferrous metals and automotive 
groups expect increases. Previously, makers of durable 
goods have shown larger additions to plant and equip- 
ment than have producers of soft goods. 


Resources Report 

A five-man Materials Policy Commission appointed by 
the President 18 months ago made its report in June, In 
a five-volume report, the Commission has reviewed this 
nation’s needs during the next 23 years (until 1975) and 
made recommendations for meeting those needs, The 
Commission anticipates a doubling of gross national 
product by 1975, with an increase of 50 to 60 percent in 
supplies of industrial raw materials required to support 
that level. It pointed out that in 1950 the United States 
used more than half the world production of such mate- 
rials as rubber, petroleum, and iron ore. Moreover, we 
import all our supplies in more than half of the 74 cate- 
gories of materials classified as strategic or critical by the 
Munitions Board and parts of our needs in nearly all of 
the others. The Commission foresees a doubling in the 
demand for minerals as a whole, with very large increases 
required in the supply of some minerals — bauxite, fluor- 
spar, and magnesium, for example. Demand for fuel and 
energy is expected to double. 

Among other things, the Commission recommends that 
our foreign trade laws be made less restrictive and that 
domestic fuel and power programs be encouraged by the 
Federal government. 


Why Controls Were Extended 


(Continued from page 2) 


nomic Stabilizer, and it is excluded from any jurisdiction 
with respect to labor disputes. 

With reference to prices, the most important changes 
make further concessions to agriculture and to the proces- 
sors of farm products. Specifically, fruits and vegetables 
in either fresh or processed form are exempted from price 
control. Other minor concessions are also provided. 

As a means of control in a serious emergency, the 
law is still inadequate, as it has been from the beginning. 
Lack of control over food prices and rents makes impos- 
sible effective control over wages and other prices. Never- 
theless, it may have some stabilizing effect during the 
months ahead. Some prices are currently at or near their 
ceilings, and these will meet definite restraint. Also, if 
inflation gains momentum, the braking action will spread 
continuously to other products and industries. 

Beyond that, the new authorization accomplishes two 
things: It maintains something of an operating organiza~ 
tion, however inadequate, through the disturbed period 
that lies ahead; and it leaves the final determination of 
policy on prices and wages to the new Administration and 
the new Congress, who can act free of political consider- 
ations in the light of conditions then existing. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Powdered Metal 


A fast-spreading trend in manufacturing is the 
method of shaping metal in powdered form into parts for 
everything from toy trains to jet engines. The powdering 


Population Growth 


The Business Information Service report for March, 
1952, published by the U. S. Department of Commerce, 
contains an article on “State and Regional, Population in 


1900.” As shown by the chart, a comparison of 1950 
populations with the Census Bureau’s medium series of matt 
population projections for 1960 indicates that the Pacific md 
states are far in the lead in rate of increase. A down- Bib td 
ward trend in birth rates is stated to have been underway ht 
for 100 years before it struck bottom during the economic mitt 
depression of the 1930’s. The return of prosperity brought ; Hh iat 
a marked pickup in population growth which is expected 


process does away with much of the costly machine- 
cutting often needed to shape metals. It is said to make 
possible the production of intricate parts that could not be 
made in any other way. In shaping, the powder goes into 
a die under a big press. Some parts require pressures as 
high as 50 tons per square inch. Once pressed, the metal is 
baked at a temperature just below its melting point until 
the grains are fused together in one piece. The process, 


known since early Egyptian times, can be used with 
almost any metal. Leading in extent of use now is iron, 
followed by copper, lead, zinc, and aluminum. The plastic 
metals division of National Radiator Corp., Johnstown, 
Pa., is the nation’s largest producer of iron powder; large 
quantities of copper and lead powder are made by the 


to be more rapid during the 1950’s than it was during the 


1930’s but slower than in the wartime and postwar years 


of the 1940's, 


REGIONAL POPULATION INCREASES 


Glidden Company’s metals division at Hammond, Ind. 
PACIFIC | | 
Portable Home Demonstrated Wi) 
The Pressed Steel Car Company at Hegewisch, IIli- Taw 
nois, has developed a five-room portable dwelling unit Hi | 
that can be loaded onto a flat-bed trailer or a railway Ht , 
flatcar and placed on a new foundation in less than two ana iN 
hours after transportation to another site. The new “Uni- i 
shelter,” which can be built for less than $8,000, is con- ceauien saie it 
structed entirely of laminated stressed-skin plywood laid CENTRAL AE 
grain against grain and fused to form three insulated, int 
weatherproof, one-piece structural units, plastic faced WEST So. ii) 
inside and out. Roof, walls, and floor are molded together — Wh 
with plastics under pressure. The entire floor area is cov- ie ee 
ered with asphalt tile; and complete plumbing, water, gas, Bye i : 
and electric equipment is in the house ready to be attached tig 
to connections at the site. A gas oven, electric refriger- Rye: i a 
ator, water heater, and washing machine would be part CENTRAL marie ea ae 
of the standard equipment. The Unishelter is one of eight beggin i) 
types of permanent mobile-demountable housing selected new PROJECTED Ht 
by the Federal Housing and Home Finance Agency for coma INCREASE a) 
Utilizing Iron Shavings CENTRAL 
Tiny iron shavings that pile up on machine shop floors wiiate i a 
may soon supply more much-needed scrap for the steel STATES aia 
industry. Crofts, Ltd., of Bradford, England, has an- 
nounced the invention of a device that allows re-use of 20 30 40 50 ie ed 
much of this scrap metal for remelting into new iron PERCENT INCREASE ey 
castings. According to the British firm, as much as 15 — Source: Bureau of the Census. He 
percent of a new iron casting’s original weight is ground it 
into small particles during machine shop production of iy. 
such things as gears and wheels. Remelting the particles Reducing Manufacturing Distribution Costs i a 
i conventional cupola furnaces has not been possible > ie 
because when the shavings are dumped into the top they A Department of Commerce booklet designed to help ai 


business firms analyze and improve their marketing op- 
erations is titled “How Manufacturers Reduce Their 
Distribution Costs.” It describes the results of a survey 
of 45 selected manufacturers who succeeded in cutting 
their marketing expenses and substantially increasing 
their profits. The booklet is said to give any manufacturer 
helpful suggestions on cost-cutting procedures. Copies are 
available from the Chicago and Milwaukee offices of the 
Department of Commerce at 35¢ each. 


are blown out again, unmelted. Some companies press 
them into briquettes for remelting, but that adds extra 
costs as do separate electric furnaces sometimes used for 
melting shavings. The Crofts machine is a compressed 
air-powered ram installed in the wall of the furnace 
which forces the metal-into the cupola at a point below 
normal loading level. A considerable amount of unmelted 
scrap, pig iron, and coke is always on top to keep the 
tiny particles from being blown out. 
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FOREIGN TRADE AND FOREIGN TRADE BARRIERS 


GRACE BECKETT, Associate Professor of Economics 


The general speed-up in production of both military 
and civilian goods following the Korean incident signifi- 
cantly modified the course of international trade. 
Rearmament programs in the United States and the in- 
dustrial countries of Western Europe necessitated in- 
creased imports of raw materials. At first the world-wide 
increase in demand for imports of raw materials was 
stronger than that for manufactured goods, and from 
mid-1950 to the spring of 1951 prices of primary goods 
rose more rapidly than those of finished goods. After the 
spring of 1951 world raw material demand declined 
somewhat, and raw material prices dropped from the 
previous peaks. 

When the primary producing countries improved their 
trading and financial position in the boom months, they 
relaxed import restrictions, increased imports of finished 
manufactures, both consumer goods and machinery, and 
used this opportunity to buy capital goods to advance 
their production status. The extended purchasing, in 
some cases beyond current earnings as prices of their 
products fell back, led to the imposition of import con- 
trols by several of these countries near the end of 1951. 

When prices of finished goods exports did not rise as 
rapidly nor to the same extent as prices of raw material 
imports, the terms of trade frequently turned against the 
manufacturing countries of Western Europe. By the fall 
of 1951 the over-all trade position of many of these 
countries had adjusted to the changed conditions, although 
there was still imbalance in intra-European trade. But 
domestic inflation and balance of payments difficulties 
in at least two major European countries posed 
serious problems, and regulations on foreign trade were 
strengthened. 

In addition, rearmament itself led to further trade 
restrictions. The pressure on the supply of industrial 
products in advanced manufacturing countries, particu- 
larly the United States, together with the enhanced 
demand for exports of defense materials and capital 
equipment induced ‘tightening of export controls, selective 
as to product and destination. Thus, there has been a 
rather general movement away from free 
trade toward greater control and restrictions. 


MILLIONS OF DOLLARS 


Exports Imports 
Year (1936-38 = 100) 
214 123 


Our five leading exports in 1951, as in 1950, were 
machinery, grains and preparations, automobiles, includ- 
ing parts and accessories, unmanufactured cotton, and 
chemicals and related products. Coffee, crude rubber, 
unmanufactured wool, nonferrous metals, and paper and 
paper materials were our five leading imports in 195}; 
petroleum and products had placed among the first five 
in 1950 instead of unmanufactured wool. 

Canada, the United Kingdom, Mexico, Brazil, and Japan 
were our main markets in 1951. Canada, Brazil, the United 
Kingdom, British Malaya, and Cuba were our major 
sources of supply. Although the countries of Western 
Europe have increased their exports to us substantially in 
the postwar period, they were not, with the exception of 
the United Kingdom, major factors in our import trade. 
However, a volume that is minor in terms of our total 
trade may well be very important in terms of theirs. 


Increased Import Restrictions 

In recent months an increased number of restrictions 
imposed under authority of such diverse measures as the 
Reciprocal Trade Agreements Extension Act, the Gen- 
eral Agreement on Tariffs and Trade, the Defense Pro- 
duction Act, and the Agricultural Adjustment Act have 
affected some United States imports. 

Section 6 of the Trade Agreements Extension Act of 
1951 stipulates that no trade agreement concession, such 
as a duty reduction, is to continue in force if, as a 
result, the concession product is imported in such in- 
creased quantities as to cause serious injury to the 


MERCHANDISE EXPORTS AND IMPORTS 


LIONS OF DOLLARS 


United States Export and Import Trade ‘“” 

United States total trade in 1951, with ex- 
ports of $15 billion and imports of $11 billion, 
was significantly higher in value than in 1950. 


MONTHLY AVERAGES 


The trade gap widened to $4 billion; it had  “” 
dropped to $1.4 billion the previous year, the 
nearest to a balanced trade account since 1940. 
The value of our trade remained high in the 


early part of 1952, with the balance not much 
changed from the last three quarters of 1951. 
The accompanying chart shows recent changes 
in comparison with averages for selected past 


periods. 
The quantity index increased from 193 in 

1950 to 247 in 1951 for exports (1936-38 = 

100), but decreased from 146 to 144 for im- 

ports. In both cases the 1951 indexes had been 


° 


936-36 


exceeded only once, as the following table 


shows: Source: 


[ 


948 «61949 «61950 


1950 195) 1952 
Economic Indicators, Council of Economic Advisers. 
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domestic industry producing competitive products. This 
escape clause provision was not a part of the original 
1934 Reciprocal Trade Agreements Act. 

Before making a report and recommendation for or 
against modification of a concession, the United States 
Tariff Commission must consider any downward trend in 
production, employment, prices, profits, or wages in the 
specified domestic industry, any decline in sales, an 
absolute or relative increase in imports, a higher inven- 
tory, or a decline in the share of the domestic market 
furnished by domestic producers. If the Commission 
recommends a change, the President either makes such 
modifications as the Commission finds necessary to 
remedy serious injury to the domestic industry, or sub- 
mits a report to designated Congressional committees 
indicating why he has not made the adjustments. 

An escape clause is also contained in Article XIX of 
the General Agreement on Tariffs and Trade (GATT) 
concluded at Geneva, Switzerland, in 1947. Except in 
critical circumstances, a contracting party desirous of 
withdrawing a concession under this article must give 
prior notice of its proposed action. This provides an 
opportunity for consultation. If agreement with respect 
to withdrawal of the concession is not reached, the con- 
tracting party is free to proceed, but the affected parties 
are also free to suspend substantially equivalent con- 
cessions. 

On December 1, 1950, certain tariff concessions on 
women’s fur felt hats and hat bodies, which had been 
included in the General Agreement, were modified by the 
United States following a United States Tariff Commis- 
sion investigation. A GATT Working Party, set up to 
study United States action with respect to women’s fur 
felt hats and hat bodies, reported that there was no con- 
clusive evidence that the withdrawal of concession treat- 
ment was a breach of obligations under the General Agree- 
ment, but suggested that the United States keep the matter 
under review and consider restoring the concessions if 
withholding them should no longer be necessary. 


Foreign Reaction to Restrictions 

The United States withdrew its GATT tariff conces- 
sions on certain grades of hatter’s fur on February 8, 
1952. Belgium, usually the chief source of our imports of 
hatter’s fur, subsequently rescinded a tariff concession 
on the import of industrial wax from the United States; 
this concession had also been negotiated under the Gen- 
eral Agreement in 1947. Belgium’s action extended to 
wax imports into the Netherlands and Luxembourg, in 
accord with the Benelux customs union arrangement. 

Several applications for invocation of the escape 
clause were before the United States Tariff Commission 
in 1952. Investigations were requested concerning the 
effect of tariff concessions upon a list of products in- 
cluding bicycles and parts, blue mold cheese, chinaware, 
dried figs, estrogenic compound, garlic, glacéd cherries, 
ground fish fillets, jeweled watches, motorcycles and parts, 
spring clothespins, tobacco pipes, tuna fish, whiting, and 
wood screws, with a variety of circumstances determining 
to what extent the list might be expanded. Decisions on 
these cases have been awaited with interest. 

A British note of April, 1952, emphasized the in- 
creased number of applications for use of the escape 
clause by American producers, and expressed concern 
that if the clause were applied loosely whenever material 
Mcrease in competition with imports appeared, the effect 
on the ability of other countries to earn dollars would be 
serious. 


Section 104 of the 1951 Defense Production Act per- 
mitted the imposition of quota restrictions if the impor- 
tation of various products, such as fats, oils, and dairy 
products, were a threat to American security and 
economic interests. Under authority of this section, the 
importation of cheese was restricted. Nine governments 
(Australia, Canada, Denmark, Finland, France, Italy, the 
Netherlands, New Zealand, and Norway) formally pro- 
tested against these restrictions at a meeting of the con- 
tracting parties of the General Agreement, charging that 
the United States action was inconsistent with its trade 
agreement obligations. The Italian government, in a 
memorandum to the American State Department, com- 
mented upon the general effect on the Italian economy 
of recent United States import restrictions. 

By Section 22 of the Agricultural Adjustment Act the 
President was empowered to restrict imports of any agri- 
cultural commodities which interfered with Department 
of Agriculture support programs; import fees could be 
imposed up to fifty percent of the value of such com- 
modities. A few months ago a fee was placed on the 
importation of certain almonds. Section 8 of the Trade 
Agreements Extension Act provides for immediate in- 
vestigation by the United States Tariff Commission under 
Section 22 of the Agricultural Adjustment Act and for 
emergency action in the case of a perishable agricultural 
commodity. 


American Foreign Trade Policy 


Individually these measures may have a relatively 
insignificant effect upon the volume of our trade, but the 
total impact and the psychological effect upon our sup- 
pliers and customers in other countries may be more 
important. Should withdrawal of concessions and increase 
of restrictions become frequent, uncertainty might per- 
vade trading relationships. Marked instability of demand 
in the American market could discourage many foreign 
salesmen from attempting to develop channels of trade 
here. 

Other nations pay us for our exports of goods, serv- 
ices, and bullion by the goods, services, and bullion they 
send us. If our purchases from them do not rise as rapidly 
as our sales to them, then, in order to forestall or 
minimize increases in their foreign indebtedness, they 
cut their purchases from us and turn to other markets 
where sales and purchases will approximately balance. In 
some cases, bilateral agreements are made providing for 
exactly offsetting sales and purchases. If we are to receive 
payment as a creditor nation, it must eventually be in the 
form of goods and services from our debtors, or the loans 
will go into default. 

Our trade policy is still nominally one of expanded 
world trade and reduced barriers to trade, and we have 
been placing great emphasis on it in the postwar period. 
Only the future will show to what extent this policy is 
to be modified. During such uncertain times as these it 
may be practicable to have provisions in our tariff and 
commercial agreements conducive to elasticity and fa- 
cility of adjustment in case of grave and unpredictable 
emergencies affecting major segments of our economy; 
but great care should be taken to assure that alterations 
are not made unless absolutely necessary, and that the 
prior arrangement is restored as soon as feasible. Our 
short-run action must be taken with full cognizance of 
our long-run objectives concerning the relationship of 
our foreign trade to our domestic production and our 
position in the international economy. 
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LOCAL ILLINOIS DEVELOPMENTS 


Illinois business indexes in May showed mixed trends. 
Electric power production was up somewhat and depart- 
ment store sales rose substantially; but in such industries 
as coal mining and construction, sizable declines occurred. 
Petroleum production was drastically cut by the oil work- 
ers’ strike. Diverse movements also appeared in the year- 
to-year comparisons. Electric power consumption was 5.5 
percent higher than in May, 1951; but coal production 
was off by 15.3 percent, and construction contracts 
awarded were down 2.4 percent. 


Power Consumption Increase 

The use of electric power in the larger Illinois cities 
was substantially higher for the first five months of 1952 
than for the corresponding period of 1951. As shown in 
the accompanying chart, all but one of the 14 major urban 
areas of the State for which data are available increased 
consumption over the early months of last year. Only in 
Alton was there a decrease, 1.1 percent. In eight of the 
cities, advances in electric power use were greater than 
the average. The largest gain, nearly 20 percent, occur- 
red in Bloomington; Springfield and Decatur also showed 
sizable increases, 12.0 percent and 10.8 percent, respec- 
tively. Among the highly industrialized centers, only 
Rockford was able to show an above-average rise; in 
Chicago, Rock Island-Moline, Danville, and Peoria, gains 
over last year were lower than the 16-city average. 

Some of the advance in the consumption of electric 
power is attributable to a long-term upward trend, as 


ELECTRIC POWER CONSUMPTION 
Percent Change, Jan.-May, 1951, to Jan.-May, 1952 


16 CITY TOTAL 


-5 210 +20 


Source: Local power companies. 


new factories are built and as more electric power using 
machines and appliances come into use; but the rate of 
addition of such equipment has been raised by the require. 
ments of the defense program. 


Construction Contracts Down Sharply 

The value of construction contracts. awarded felj 
sharply from April to May. Part of the drop of 31.7 per- 
cent reflected the sharp bulge in awards made in April, 
Nonresidential building was off by 63.7 percent, mainly 
because of a 91.3 percent decline in contracts awarded 
for manufacturing building. Awards for public works 
and utilities were off by a fifth. Only residential con- 
struction rose from the April level, showing a gain of 189 
percent. 

At slightly more than $101 million, the May value of 
contract awards was 2.4 percent below the May, 195], 
value. In this case, also, sizable declines in nonresidential 
building and public works and utilities construction (19.5 
percent and 5.6 percent, respectively) were only partially 
offset by a rise in residential awards (12.6 percent). 

A comparison of the first five months of 1952 with 
the corresponding period of 1951 indicates that total con- 
tracts let were 7.5 percent higher this year, with in- 
creases in the residential and public works and _ utilities 
groups the main factors. Nonresidential awards were 
virtually the same. 

Hotpoint Company, a General Electric affiliate, plans 
to spend about $2.5 million during the next year retooling 
a Chicago plant for the production of refrigerators. The 
new plant will make possible the annual output of 350,000 
refrigerators. Zenith Radio has recently opened a $5 
million parts-manufacturing unit in Chicago to produce 
radio and television parts, hearing aids, and defense 
materials. 


Farm Prices Rise 

Prices received by Illinois farmers rose considerably 
during the month ended May 15. A 3.1 percent increase 
from 288 percent to 297 percent of the 1910-14 average 
was caused mainly by a 4.7 percent increase in prices of 
livestock and livestock products. Crop prices rose only 
fractionally. Since prices paid were unchanged, the parity 
ratio advanced three points to 103. 

The consumers’ price index for Chicago rose 0.8 per- 
cent during the month ended May 15 to 194.7 (1935-39 = 
100). Although increases were common among the major 
classifications, a 1.9 percent advance in food prices was 
the chief factor in the over-all increase. The latest index 
indicated that prices had risen 2.6 percent since May, 
1951, and were 11.2 percent higher than the June, 1950, 
level. 


Road Program Progress 

The record highway program of the State is going 
forward with contracts let totaling $5 million to #7 
million weekly. By early June, contracts valued at $50 
million had been awarded for projects throughout the 
State. At that rate, the 1952 midyear total was expected 
to be about $2 million ahead of expenditures in 1928, the 
previous record year. Total spending for the year is now 
estimated at $100 million, instead of the $90 million an- 
nounced earlier. Much of the work this year seems to 
in blacktop resurfacing and maintenance rather than im 
new construction of concrete highways. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES Hi 
May, 1952 it 
— Electric | Estimated 
of Building Depart- Bank Postal 
$31,912" | 842,907" | $513,882" $10,951" | $12,079" 
fell Apr., 1952....| +26.9 +4.0 +7.3 +0.0 
NORTHERN ILLINOIS Hh 4 
ded Apr., 1952....|  +33.4 —5.6 +4.2 +8.3 +0.2 
orks Percentage Change from...) 1951....| +12.4 +1.7 46.7 +7.7 
Percentage Change +5.4 +22.0 +6.7 45.2 | 
951, Percentage Change from ay,1951....| —29.6 +3.3 
ally Percentage Change from... | +16.0 42.3 +15.8 +13.0 
Percentage Change from. . { ay, 1951....| +60.2 417.3 44.2 
ites Percentage Change from. . ay, 1951....| +2.4 +3.4 +6.8 +9.8 
ans Percentage Change from... { ay, 1951....| +24.6 +3.6 +3.6 +38 49.3 
i 
re CENTRAL ILLINOIS | 
—41. —6. n.a. —23. it | 
$5 Percentage Change from. . { ay, 1951....| —23.0 417.7 411.2 +13.9 419.5 
nse pr., +3. n.a. +2. 9.2 2 
$ 248 7,337 $5 ,620 $ $ 49 
r.,1952....| +82. -0.3 +2. +1. 
Percentage Change from ay, 19S1...| +3.3 40.2 +4.9 42.9 47.5 
ase r., 1952... —14.9 +1.4 +5. -7.0 
Percentage Change from. . ay,195i...| —59.1 40.3 +1.4 49.2 +6.0 
) +47. —3. +3. n.a. —6. ine 
rity Percentage Change from... { ay, 1951....| +17.4 -~0.5 43.8 +111 
38 45,130° $16, 629 ads $ 203 $ 180 
(Apr. 1952....|  —39. =f. —12.0 | 
r., 1952... +1. +4.9 +9. -7.6 
was Percentage Change from... 423°0 +24.6 41.5 0.0 43.2 43.5 
Percentage Change from. ay, 1951....| —15.8 +88 411.2 45.5 45.7 | 
SOUTHERN ILLINOIS 
$ 228 11,717 $8 ,864 $ 122 $ 57 
+0.9 —4. +3.5 Nn.a. —3.1 +3.8 
+61. +0. +2. n.a. +8. —4.6 
$50 Percentage Change from... fost...) 4.34.2 44.5 +9.6 +12.4 
$ 4,381 $3,936 na. $ 3 
te +75. —11. 1. na —27.5 
Percentage Change from... { ay,1951....| —58.6 +8.0 +4.6 
es Sources: ! U. S. Bureau of Labor Statistics. Data include Federal construction projects. * Local power companies. # Illinois De- ea 
partment of Revenue. Data are for April, 1952, the most recent available. Comparisons relate to March, 1952. 4 Research Depart- ph. 
) be ments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. ' Ht t 
in * Total for cities listed. 
> Moline only. 
* Includes immediately surrounding territory. RE 
n.a. Not available. 
[ll] 
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